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BEGIN UNCLASSIFIED: 

1. FINANCE MINISTER CAUAS HOSTED LUNCHEON OCTOBER 9 

FOR AMBASSADOR AND EMBOFFS. ALSO PRESENT WERE MINISTER OF 
ECONOMY, CENTRAL BANK PRESIDENT, AND DIRECTOR OF DEVELOPMENT 
PLANNING OFFICE. CAUAS ASKED THAT DEPARTMENT BE NOTIFIED OF 
PLANS FOR TRAVEL TO US IN LATE OCTOBER TO DISCUSS DEBT 
RESCHEDULING, OPIC INSURANCE, AND OTHER TOPICS OF MUTUAL 
INTEREST. CAUAS PLANS TO DEPART SANTIAGO OCTOBER 27 FOR NEW 
YORK, OVERNIGHT IN NEW YORK AND TRAVEL ON TO WASHINGTON 
OCTOBER 28. HE EXPRESSED DESIRE FOR APPOINTMENTS WITH BOEKER 
AND FISHLOW IN DEPARTMENT, COOPER AND BUSHNELL IN TREASURY, 

AND WITH APPROPRIATE LEVEL OFFICER IN OPIC. CAUAS INTENDS TO 
RETURN TO SANTIAGO O/A NOVEMBER 2/ END UNCLASSIFIED 

2. LITTLE INFORMATION OF SPECIFIC INTEREST EMANATED FROM 
LUNCHEON DISCUSSIONS. CAUAS MENTIONED THAT GOC DEBT NEGOTIATORS 
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THEY EXPECTED AGREEMENT WITH FRANCE TO BE CONCLUDED OCTOBER 10. 
ON 1976 DEBT RESCHEDULING, CAUAS INDICATED THAT GOC WAS PROCEED- 
ING AS THOUGH CHILE WOULD NEED SOME TYPE OF DEBT RENEGOTIATION 
AS IN 1975. GOC, OF COURSE, WOULD PREFER TO AVOID PARIS CLUB 
MEETING IF AT ALL POSSIBLE. 

3. AMBASSADOR ASKED CAUAS IF HE WAS CONCERNED THAT RECENT RAPID 
GROWTH OF MONEY SUPPLY WOULD PRODUCE STRONG INFLATIONARY 
PRESSURES IN MONTHS AHEAD. CAUAS TOOK MUCH THE SAME VIEW ON 
THIS MATTER AS THE DIRECTOR OF THE RECENT IMF MISSION TO CHILE 
(REFTEL B). EXPLAINING THAT CURRENT MONEY SUPPLY/GDP RATIO WAS 
LESS THAT 4 PERCENT AND THAT MORE NORMAL RATIO WOULD BE ABOUT 
15 PERCENT. CAUAS THOUGHT IT SAFE TO ALLOW SOME EXPANSION OF 
MONEY SUPPLY DURING PERIOD OF DECELERATING INFLATION WHEN MONEY 
VELOCITY COULD BE EXPECTED TO FALL. 

4. COMMENT. CAUAS SEEMED SOMEWHAT LESS OPTIMISTIC ABOUT ECONOMIC 
OUTLOOK THAN ON PAST OCCASIONS AND AS REPORTED IN REFTEL A. 

HE ACKNOWLEDGED THAT INFLATION WAS PROVING VERY STUBBORN TO 
ERADICATE AND HINTED AT FUTURE PROBLEMS IN MAINTAINING PRICE 
STABILITY ESPECIALLY BECAUSE OF PROSPECT FOR DIFFICULT BOP 
SITUATION IN MONTHS AHEAD. 
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